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PROLOGUE

The following document is the first part of a two part study of methods of
financing basic education programs in Montana. This part of the study deals
with inequities in educational program financing which have arisen as a direct
result of the existing methodology for funding school district general fund
budgets.

Part 2 of the report will provide possible alternative methods for equalized
funding basic education programs. Part 2 should be completed within three to

five weeks.

The document which follows is not complete at this time, and should be considered
as a working draft only. It is being issued in draft form in order to provide
information which is important to delegates to the Constitutional Convention in

their considerations of school finance, as well as to those members of the

Legislative Council who are presently studying the foundation program.





Section I. Introduction

Funding of basic educational programs in Montana is strongly dependent on local
property taxation and, thus, on school district wealth. The discussion which
follows analyzes this dependency from several points of view, and presents a

number of direct comparisons of the relative abilities of various school districts
to provide basic minimum educational programs. Because basic educational programs
in Montana are financed largely through elementary and high school general fund
(operation and maintenance) budgets, the study is based on a consideration of

school district general fund budget data. The data used are from budgets pre-
pared by the 487 elementary and 165 high school districts of the state which, as
of September 1, 1971 planned on being in operation for the 1971-72 school year.

The table below illustrates the over-all (statewide) magnitude of the dependency
of general fund budget financing on local property taxation. The distribution
chart at the end of this section provides a complete description of revenue sources
for general fund budget support. Subsequent tables appearing in the report focus
attention on the varying effects the strong dependency on local taxes has at the
county and district levels.

Sources of Revenue for School District General Fund Budgets

General Fund Support from County
and District Property Taxation

chool Gen. Fund
Budget
(millions)

State Support County District Total Property Tax
pe Amt.

(millions)
Prop. Amt.

(millions)
Prop. Amt.

(millions)
Prop. Amt.

(millions)
Prop.

ementary
fgh School

Ital

83.4
50.8

134.2

27.2
16.5

43.7

.326

.325

.326

27.1
16.2

43.3

.325

.319

.323

29.1
18.1

47.2

.349

.356

.351

56.2
34.3

90.5

.674

.675

.674

The report consists of six sections. Section II describes the existing public
school funding structures associated with the provision of basic educational
programs, i.e., associated with public school general fund budgets. Section III
describes the results of statistical analyses of elementary school district budget
data for the 1971-72 school year, and Section IV does the same for high school
data. Section V presents a discussion of the adequacy of the foundation program
as a funding method for basic educational programs. Section VI consists of con-

clusions based on the analytic results, and Section VII consists of computer
listings of the basic data analyzed in the study.
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SOURCES OF REVENUE FOR SCHOOL DISTRICT GENERAL FUND BUDGET SUPPORT
FOR 1971-72

]
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1

General Fund Revenue
$134.08 million

Foundation
Program
(State and
County)

$87.02 milli on

1

Permissive
Levy (District)

$21.59 million

Voted Levy
(District)

$25.47 millioi:

I

nterest and

3
come (State'>

.94 million

County
Equalization

$38.15 millior

Forest
Funds

State
Equalization

Aid
$36.88 million

Taylor
Grazing

Cash
Reapprop,

1
Deficiency

Levy (County)

?5.05 million

1 Earmarked
Revenue
$19.30
million

Direct
Leg.
Approp.
$17.58
million

25% of
'State
Inc. Tax
$15.23
million

p.5% of \
/Corp. \
/ Lie. Tax\

/ $2.85 \
/ million \

50% of
u.s. oi:

and Gas
Royalties

f$ 1 . 2 2 millioi





Section II. The Existing Funding Structure for

School District General Fund Budgets

The following description of the funding structure for school district and
maintenance budget has been taken from the Handbook of Montana School Finance
and Statistics, Second Edition.
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PRINCIPLES OF SCHOOL FINANCE

IN MONTANA

The next three pages contain an outline of the financing of the

general maintenance and operation costs (General Fund budget) of Montana
schools.

This outline of school finance is simplified in order to present
clearly the basic relationships of the several sources of financial
support for schools. There are many exceptions and special cases; these
are omitted from the outline in the interest of overall clarity.
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AN OUTLINE OF THE FINANCING OF THE GENERAL MAINTENANCE AND

OPERATION COSTS

I.

A school budget is established annually ; the budget fixes the amount of revenue required for the year's
operation of the school, ar.d the maximum expenditures for the year.

Section 75-3611, R.C.M. , 1947, as amended, defines "the amount required to operate and maintain an

adequate and efficient school" as the "minimum Foundation Program," which is established by law.

Under the law, the Foundation Program is based on enrollment, and varies in proportion to the enroll-
ment classification of the school.

Enrollment, under the Foundation Program law, is translated by a specified formula into "average
number belonging -- ANB" which results in a relationship between the number of pupils enrolled in a school
and the number of school days, for Foundation Program calculations.

The actual budget for operating a school* must equal at least the Foundation Program -- the minimum
8raount for operating a school, as defined by law; in most instances, the actual school budget exceeds the
minimum established as the Foundation Program. A Maximum Budget is fixed by law for general maintenance
and operation; the maximum may be exceeded only by voted authorization. The total school budget may
include budgets for specific purposes, in addition to the general maintenance and operation (General Fund)
budget. This outline describes only the financing of the General Fund budget.

II.

Elementary Schools

A school district each year receives a share of the
Interest and Income ("I and I") from school lands and
investments provided for by the Enabling Act and the

Constitution of Montana, in proportion to the number
of children between 6 and 21 years in the district.

The "I and I" amount is applied to the revenue re-
quirements of the Foundation Program.

High Schools

"I and I" may be used only for elementary
schools.

III.

Elementary Schools

A mandatory basic county tax of up to 25 mills is

levied on property in the county, if the amount from
"I and I" is inadequate to meet the Foundation Pro-
gram requirements.

Money from this levy is apportioned to school dis-
tricts according to a statutory formula for county
equalization aid.

(Less than 25 mills may be levied, but a levy of
25 mills is required for eligibility for state equal-
ization aid.)

High Schools

A basic county tax of up to 15 mills is

levied for high schools.

Money from this levy is apportioned to high
schools according to a statutory formula for

county equalization aid.

(Less than 15 mills may be levied, but a

levy of 15 mills is required for eligibility
for state equalization aid.)

Exclusive of transportation, debt service and other supplemental budgets.
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IV.

Elementary Schools

If Foundation Program requirements exceed

the total income from "I and I" and the school's

proportionate share of the Basic County Levy,

the school may then receive State Equalization
Aid according to a schedule established by the

Foundation Program law.

High Schools

If Foundation Program requirements exceed
the income from the Basic County Levy for
high schools, the high school may then receive
State Equalization Aid according to a schedule
established by the Foundation Program law.

State Equalization Aid is derived from 25% of revenue, from state income taxes, 25% from corpora-
tion license taxes, 507, of the state's share of U. S. oil and gas royalties, any other sources provided
by law, and appropriations made by the Legislature.

When the available State Equalization Aid is insufficient to permit the state to provide its share
of the total Foundation Program as established by statutory schedule, the amount of the state's defi-
ciency must be raised by levying an additional tax on all property in the county to bring the district's
school revenue up to the full amount of the Foundation Program.

The Foundation Program does not guarantee that the state will provide the revenue necessary to
meet its financial obligation under the Foundation Program's schedules.

The Foundation Program does require a basic minimum expenditure for school operation, with the
provision that additional taxes be levied to support this expenditure when state revenues are insuffi-
cient to pay the state's scheduled share.

V.

The above sources of revenue are utilized for General Fund budgets which do not exceed the minimum
Foundation Program. For a General Fund budget which exceeds the Foundation Program by an amount of not
more than 25%, the latter amount of revenue may be raised by levying an additional tax on property in

the school district. This levy, the Permissive Levy, may be imposed without vote of the taxpayers. The
Maximum Budget is the sum of the Foundation Program and the maximum permissive amount (one-fourth of
the Foundation Program); this Maximum Budget is fixed by law.

VI.

Revenue required for a General Fund budget in excess of that derived from the above sources may
be raised by an additional levy on the property in the district, if the taxpayers of the district vote
to approve this additional levy.

Such a voted levy may be used to meet those financial requirements of the General Fund budget
which are not met by other means.
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SCHOOL DISTRICT GENERAL MAINTENANCE AND OPERATION

(General Fund Budget)

MAXIMUM BUDGET
WITHOUT VOTE*

FOUNDATION
PROGRAM

District
Levy

District
Levy

State
Equaliza-

tion
Aid

County
Equaliza-

tion
Aid,

primarily
from
Basic
County
Levy

State
Interest

and
Income

Voted
Amount

,

If Any

Voted
Amount

,

If Any

100% -•

Permissive
Amount

Permissive
Amount

807.

— Addi-

tional
County
Levy

for any

Deficiency
in

Foundation
Program
Revenue

Addi-

tional
County
Levy

for any
Deficiency

in

Foundation
Program
Revenue

District
Levy

District
Levy

State
Equaliza-

tion
Aid

County
Equaliza-

tion
Aid
from
Basic
County
Levy

MAXIMUM BUDGET
WITHOUT VOTE*

FOUNDATION
PROGRAM

ELEMENTARY SCHOOLS HIGH SCHOOLS

* Amount for any school for Maximum Budget Without Vote (and Foundation Program) set by statutory
schedule. (See Topic 14 -- Foundation Program .)





Section III. Results of Analysis: Elementary Schools

Four hundred eighty-seven elementary school districts submitted budgets for the

1971-72 school year. The following budget data (see Section VI, Data Appendix)

were collected on each district and formed the basis for the statistical analysis

conducted: School census, ANB , foundation program, permissive amount used, voted

amount used, non-tax revenue (P.L. 874, etc.), total general fund budget amount,

district taxable valuation. The specific objectives of the analytic effort were

as follows

:

1) To investigate the relationships between district wealth, as measured

by taxable valuation per ANB, and

a) per pupil general fund budget expenditures
b) the size of district levies for support of the general fund

budget
c) the amount of district revenue produced in support of general

fund expenditures
d) the size of total general fund levies (district and county)
e) the amount of county revenue produced in support of general

fund expenditures
f) the amount of state aid per pupil received by the district

2) To examine the relationship between the cost of the educational program
supported by the general fund budget and the size of an elementary school

district

.

The results of the analysis pertaining to the first objective are described in

this section. The analysis related to the second objective is described in

Section V, along with a similar consideration of high school data.

To provide an over-all summary of the data analyzed, the districts were grouped
according to wealth categories, and each of the variables defined in la - Id

above was averaged over each wealth category. Table 1 presents the data thus

derived. Certain of these data were then plotted, as a function of wealth, to

provide visual indications of the relationships of interest (see Figure 1).

Finally, a district by district analysis was done for each of the variables of

interest and each variable was correlated with per pupil taxable valuation.
Table 2 summarizes the results of the district by district analysis conducted
to determine correlations between district wealth and each of the variables
listed in la - le above. The following trends are evident from the graphs in

Figure 1 and the data presented in Tables 1 and 2.

1) As district wealth increases, the per pupil general fund expendi-
ture increases, indicating that wealthy districts tend to spend
more per pupil than poor districts. (The correlation coefficient
between district wealth and per pupil expenditure is .365.)

2) As wealth increases, the amount of state aid per pupil received by
the district tends to increase. The correlation coefficient is

.130 which, though small, is nevertheless significantly positive.
This indicates that the goal of providing state aid in inverse
proportion to district wealth is not being realized in Montana.





In fact, the data strongly suggest that, at least for elementary
districts, the opposite is true (this trend was not observed for

high school districts - see Section IV); i.e., the wealthier
elementary districts are receiving more state funds on a per

pupil basis than the poorer districts. This is partially explain-

able by the fact that many of the disproportionately wealthy
districts are small, enrollment-wise, and the foundation program
for very small schools is disproportionately large on a per pupil

basis. However, a more important factor here is that school
districts, irrespective of their wealth, receive interest and

income money on a per census child basis, even though the entire
foundation program portion of the general fund budget can be

financed entirely out of the basic county 25 mill levy.

3) As district wealth increases, the size of the district levy
required to support the general fund budget tends to decrease.
(The correlation coefficient is -.307.) Furthermore, as wealth
increases, the amount of district funds per pupil (raised by the

district levy) tends to increase (correlation coefficient = .141).

4) As district wealth increases, the county property tax levy (basic

levy + deficiency levy) required for support of the foundation
program (and thus, the general fund budget) tends to decrease.
(The correlation coefficient is -.282.) Furthermore, wealthier
districts tend to receive more county funds per pupil than
poorer districts. (Correlation coefficient = .281).

5) As district wealth increases the total property tax levy (county
levy + district levy) tends to decrease (correlation coefficient =

-.358).

In addition, the following results are worthy of comment.

6) Although nearly 18% of the state's total property taxable valuation
is located in elementary districts which have individual wealth in

excess of $15,000 per pupil, less than 3% of the state's elementary
pupils reside in those districts.

7) Although the average district levy in the state was 13.2 mills,
88.5% of the pupils in the state reside in the districts which
had district levies in excess of 19 mills, and less than 68% of
the state total taxable valuation was located in these districts.
Further, the average of the district general fund expenditures for
these districts was less than $600 per pupil compared to the average
district expenditure of $799 for the state as a whole.

8) Finally, it might reasonably be asked if it is possible that school
district per pupil expenditures are more strongly dependent on school
size than on district wealth, so that the positive correlation
observed between wealth and expenditures actually results from the

fact that many of the smaller districts are also among the wealthier
in the state. To evaluate this possibility, per pupil expenditures
were correlated with district wealth for each of two school size
categories. The results are contained in the table below.





]

Size Number of

Category Districts in

(ANB) Sample

Sample 1 50- 70 38
Sample 2 100-125 21

Sample 3 150-250 40
Sample 4 200-300 29

Correlation Coefficient
Between Wealth and
Per Pupil Expenditure

,439

,620

,371

,371

*Statistically significant (.05 level) indication of upward trend.

Conclusion

Significant*
Significant*
Significant*
Significant*

These results indicate that even for districts of the same size, the per pupil
general fund expenditure tends to increase as district wealth increases. The
results, therefore, tend to refute a hypothesis that the positive correlation
between wealth and per pupil expenditure is actually due to a more basic relation-
ship between school size and per pupil expenditure. (Essentially the same results
were observed for high school districts; these are described in Section IV).
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Table 2. Summary of Results of Statistical Analysis* of Elementary
School General Fund Budget Related Characteristics for 1971-72

Variable Minimum Average Maximum
Standard Correlation with Dist

Deviation Tax. Valuat ion/ANB

tax. Valuation/ANB $57

Total Levy (mills)

District Levy (mills)

24.10

0.00

District Funds/ANB $0

County Levy 23.50

County Funds/ANB $0

Non Tax Revenue /ANB $0

State Funds/ANB $20

General Fund Exp. /ANB $355

Interest and Income/
ANB

$20

$24,521 $649,683

40.05 89.32

13.21 61.86

$163 $739

26.84 29.79

$342 $1216

$20 $1668*

$207 $1374

$799 $2483

$67 $702****

$43,008

12.58

12.13

$131

1.54

$200

$95

$135

$318

$47

1.000

-.358***

- .307***

. 141***

- .282***

.281***

002 Not
Significant

. 130***

.365***

.338***

*Based on data from 487 operating districts.

**It is of interest to note that the school district which received this amount (District 56,
Chouteau County) also received $81 per student in state funds (Interest and Income), even
though it budgeted to expend only $1,668 per student, the same amount received in non- tax
revenue. (Generally, non- tax revenue consists entirely of P.L. 874 funds.)

***Strongly significant indication of trend.

****The district which received this amount is District 75, Manhattan, in Gallatin County.
Only 20 elementary districts (4.17,) in the state are wealthier (TV/ANB) than this
district. Over 90% of the elementary children in Manhattan attend a non public school.





Table 3. Comparison of District's Abilities to Provide Various Levels of Fiscal Effort
in Terms of Per Pupil General Fund Expenditures - Elementary Schools

Dist. Per Pupil District Dist. Levy State Tax. Val.

County No. ANB Expenditures Contribution Req. (mills) Contribution Per ANB

Ravalli 15-6 298 $ 471 $ 94 27.25 $ 199 $ 3,461

Powder River 22 75 $1030 $560 3.35 $ 49 $167,449

Cascade 95 3 $2470 $444 2.17 $1374 $205,219

Flathead 50 768 $ 503 $ 97 37.22 $ 213 $ 2,628

Golden Valley 41-M 35 $1180 $492 10.40 $ 89 $ 47,377

Jefferson 5 29 $ 970 • $443 51.95 $ 221 $ 8,541

Musselshell 9 28 $1353 $652 17.86 $ 189 $ 36,544
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Table 4. Comparison of School District Abilities to Provide Comparable Levels of

Fiscal Effort in Terms of Per Pupil General Fund Expenditures - Elementary Schools

J,Jiounty

Dist. Per Pupil District Dist. Levy State Tax. Val.

No. ANB Expenditures Contribution Req. (mills) Contribution Per ANB

J»anders 10 109 $798 $344 13.77 $ 42 $25,016

Mineral

Richland

J.Uchland

2 162 $784 $351 61.86 $223 $ 5,688

11 36 $843 $342 6.28 $192 $54,437

86 95 $848 $343 35.45 $159 $ 9,690

Lake 23 905 $506 $115 12.65 $225 $ 9,138

Missoula

]

23 475 $491 $115 34.15 $227 $ 3,369

Mad i s on 52 226 $508 $101 7.10 $ 89 $14,318

jFlathead 50 768 $503 $ 97 37.22 $213 $ 2,628

Glacier 15 1155 $586 $207 17.40 $172 $11,910

Powell 1 1182 $568 $188 51.23 $185 $ 3,670





Section IV. Results of Analysis: High Schools

The high school study was based on the same type of data used in the elementary

study, with all 165 operating high schools considered in the analysis. The data
analyzed are included in the Data Appendix, Section VII. The purposes of the

study were the same as for the elementary case:

1) To investigate the relationship between school district wealth
(taxable valuation per ANB) and various budget characteristics
(see Section III)

;

2) to examine the relationship between the cost of the educational
program supported by the general fund budget and the size (ANB)

of a high school district.

The results of the analysis related to the first objective are discussed below;
the analytic results related to the second objective are described in Section V.

Table 5 provides a summary of the observed high school budget data, grouped accordinj
to wealth categories; certain of the relationships summarized in Table 5 are graphed
in Figure 2. In addition, Table 6 summarizes the results of a district by district
statistical analysis conducted to determine correlations between wealth and each of

the following variables: 1) Total general fund property tax; 2) district property
tax; 3) per pupil district revenue; 4) county property tax; 5) per pupil county
revenue; 6) per pupil non-tax revenue (Federal impact; state impact, etc.); 7) per
pupil state revenue; 8) per pupil general fund expenditures (budgeted).

The following trends are evident from the data in Tables 5 and 6 and the graphs in

Figure 2:

1) As district wealth increases, the per pupil general fund expenditure
tends to increase (correlation coefficient = .531).

2) As district wealth increases, the size of the district levy required
to support the general fund budget tends to decrease (correlation
coefficient = -.190). Furthermore, as wealth increases, the amount
of district funds per pupil (raised by the district levy) tends to

increase (correlation coefficient = .526).

3) As district wealth increases, the size of the county levy required
to support the foundation program (and thus the general fund budget)
tends to decrease (correlation coefficient =-.628). Furthermore,
wealthier districts tend to receive more county funds per pupil than
poorer districts (correlation coefficient = .711).

4) As district wealth increases, the amount of state funds per pupil
received by the district tends to decrease (correlation coefficient =

-.183). Note that this is the reverse of the trend observed for the
elementary schools. A possible explanation for this is offered in

Section VI.

5) As district wealth increases, the total property tax (county levy +
district levy) tends to decrease (correlation coefficient = -.263).





6) Although over 25% of the state's total taxable valuation is located
in districts with individual wealth in excess of $20,000 per ANB,
less than 12% of the state's high school pupils reside in those
districts.

7) Finally, as in the elementary study, sample school sizes were
selected to test the hypothesis that the amount of general fund
expenditure per pupil was actually independent of wealth, the

positive correlation described in paragraph (1) above being
actually due to school size. Four ANB categories were analyzed,
and the results of the analysis are presented below.

Correlation Coefficient
Between Wealth and
Per Pupil Expenditures Conclusion

Size Number of
Category Districts in

(ANB) Sample

Sample 1 100-150 96

Sample 2 151-250 29
Sample 3 200-300 18

Sample 4 250-600 22

.362 Significant*

.482 Significant*

.860 Significant*

.853 Significant*

*Statistically significant indication of trend at .05 level.

The fact that in each case, significant positive correlations were observed
between wealth and per pupil expenditure tends to refute a hypothesis that the
over-all positive trend cited in result 1) above was due to a more basic relation-
ship between school size and per pupil expenditure.
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Table 6. Summary of Results of Statistical Analysis* of High School
General Fund Budget Related Characteristics for 1971-72

Standard Correlation with Dist

Variable Minimum Average Maximum Deviation Tax. Valuation/ANB

Tax. Valuation/ANB $6044 $23,374 $126,508 $12,254

Total Levy (mills) 16.06 33.01 63.76 8.58

District Levy (mills) 0.00 16.17 46.60 8.29

Dist. Funds/ANB $358 $1678 $245

County Levy 12.83 16.83 18.51 .82

County Funds/ANB $170 $394 $905 $149

Non Tax Revenue /ANB $25 $621 $73

State Funds/ANB $353 $659 $144

General Fund Exp. /ANB $648 $1169 $2854 $389

*Based on data from 165 operating districts.

**Strongly significant indication of trend.

$23,374 $126,508

33.01 63.76

16.17 46.60

$358 $1678

16.83 18.51

$394 $905

$25 $621

$353 $659

$1169 $2854

1 .000

- .263**

- .190**

.526**

- •628**

.711**

-
Not

•°49
Sign.Lf icant

- .183**

.531**





Table 7. Comparison of School District Abilities to Provide Various Levels
of Fiscal Effort in Terms of Per Pupil General Fund Expenditures

High Schools

Dist. Per Pupil District Dist. Levy State Tax. Val.
\ County No. ANB Expenditures Contribution Req. (mills) Contributior Per ANB

[Lake 30 401 $ 678 $121 15.64 $314 $ 7,758

[Wibaux 6 121 $1248 $518 7.85 $66,116

Flathead 44 599 $ 693 $174 18.48 $298 $ 9,466

'Big Horn 2 137 $1155 $127 4.83 $269 $26,337

Lake 28 204 $791 $146 20.63 $355 $ 7,103

Powder River 79J 256 $1559 $961 11.84 $81,231





Table 8 Comparison of School District Abilities to Provide Comparable Levels

of Fiscal Effort in Terms of Per Pupil General Fund Expenditures

High Schools

«

,) County

[(Lake

Dist.

No.

28

ANB

Per Pupil
Expenditures

District
Contribution

Dist. Levy

Req. (mills)

State

Contribution

Tax. Val.

Per ANB

204 $ 791 $146 20.63 $355 $ 7,103

••Broadwater CO 216 $ 806 $225 9.39 $186 $23,965

IT

Cascade C 113 $ 993 $254 22.23 $430 $11,451

[•Meagher 8 125 $1008 $290 7.63 $122 $38,056

jRoosevelt 65-E 81 $1254 $389 31.63 $497 $12,306

.Wibaux 6 121 $1248 $518 7.85 $66,116

,





Section V. A comparison of the Contribution of the Foundation Program to

General Fund Revenues with Actual General Fund Revenue Requirements

It can be seen from the revenue distribution chart in Section I that an important
contributor to the support of district general fund budgets is the foundation
program. For the school year 1971-72, the foundation program will account for

approximately $87 million, or 64.97D , of the total general fund budget revenues.
It is also evident from the chart that the burden not carried by the foundation
program necessarily rests on the two district revenue sources: the permissive
levy, which is a fixed percentage (257o) of the foundation program, and the

voted levy, which must carry the load not borne by the foundation program and

permissive levy.

The philosophy underlying the foundation program is that it will provide an

adequate amount of funds to support a "minimum basic educational program".
The Montana Legislature, forseeing the possibility that some school districts
might want to provide more for their youngsters than a "minimum basic program,"
passed permissive levy legislation permitting districts to budget for an
additional amount (over and above the foundation program) equal to 25% of the

foundation program for support of an expanded program. The Legislature also
allowed for even more to be spent at district discretion by allowing for a

district voted levy for general fund support.

In the past few years the level of district support of general fund programs
has varied from a low of 27.2% in 1967-68 to a high of 35.1% this year, with
voted levy requirements generally on the increase (from 7.1% in 1963-64 to

197o this year). The increase in permissive and voted levy requirements has

put increased pressure on local property taxes, compounding inequities caused
by traditional disparaties in district wealth.

One of the questions which must be answered before a final evaluation of apparent
inequities in Montana's school financing structure can be made is "What constitutes
realistic funding levels for a minimum basic educational program?" In an attempt
to provide a partial basis for answering this question, an analysis was made of
the relationship between school size (ANB) and per pupil general fund budget
expenditures for Montana, based on the 1971-72 budget data. In Figures 3 and 4,
actual per pupil general fund budget values for each of the districts in the
state for 1971-72 are compared graphically with the foundation program schedule
values enacted by the 42nd Legislature for 1971-72. It is seen from these
figures that only in rare instances (six out of 487 elementary; none in the high
school) does the foundation program actually cover general fund expenses.

Whether 1971-72 general fund expenditure levels are indicative of the costs of
"minimum basic educational programs" in the various school districts for 1971-72
is a question which cannot be answered by a de facto statistical analysis. How-
ever, the general consensus that most of the school districts could do a "better"
job with more money, and nearly any of the districts would have a difficult time
doing an "adequate" job with less money provides strong (albeit intangible)
support to a conclusion that the average per pupil expenditure for any given
size category is probably not an unreasonable estimate of the true cost of a
"minimum basic educational program" for that size category.
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Section VI. Conclusions

Many conclusions with regard to the inequities which exist in school district
funding in Montana can be drawn from the results presented in the preceding

sections, and even more could be drawn from further analysis of the data
presented in Section VII. However, the main purposes of this report are well
served by a discussion of a few specific conclusions related to the most obvious
effects of the existing dispara.ties in school district wealth. A pertinent fact

that should be kept in mind while considering the conclusions is that the property
taxable valuation of a region is a reasonably reliable reflection of the income

wealth of the residents of the region. This conclusion is strongly supported by

the fact that the correlation between 1971-72 county taxable valuation and 1969

county federal adjusted gross income in Montana was .79.

Conclusion 1 . With respect to the financing of general fund supported educational
programs, a statistical comparison of elementary school districts shows that

wealthier districts (TV/ANB) tend to

1) spend more per pupil on basic education programs,

2) receive more state aid per pupil in support of these programs,

3) pay less in district property taxes in support of these programs,

4) receive more district revenue per student in support of these programs,

5) pay less in county property taxes for these programs,

6) receive more county support per pupil,

7) pay less in total property taxes in support of these programs,

than do poorer districts.

It may be inferred from this conclusion that under Montana's existing structure for
financing basic educational programs, elementary districts are not receiving higher
level (above district level) financial support in amounts inversely proportional to
their wealth, as visualized in the philosophy of equalized funding. A major con-
tributing factor to the unacceptable positive correlation between wealth and state
aid is the fact that interest and income funds are allocated on a per census child
basis to districts, irrespective of the ability of the county or the districts to

support their own basic educational programs on the basis of local property taxation.

Conclusion 2 . On the basis of a comparison of foundation program schedule values
with actual costs of elementary general fund programs, Montana's foundation program
falls far short of providing adequate funding for basic educational programs as

they presently exist at the elementary level. The result is additional upward
pressure on district property tax levels, which in turn compounds the effects of
existing (and traditional) disparaties in district wealth, as described in

Conclusion 1.

Conclusion 3 . With respect to the funding of general fund supported educational
programs, a statistical comparison of high school districts leads to the same con-
clusions that were drawn for elementary schools (Conclusions 1, 2), with the exception
that wealthier high schools do not receive more state aid per pupil than the poorer
schools. The main reason for this reversal is that high schools receive no flat per
census child payment of interest and income money, which is a state source, whereas
elementary districts, however wealthy, do receive such payments. On the elementary
level, the combination of these flat payments with the large state equalization aid
payments which go to very small wealthy districts leads to the positive correlation
(Section III, Table 2) between elementary district wealth and state aid.





Conclusion 4 . On the basis of a comparison of foundation program schedule values
with actual costs of high school general fund programs, Montana's foundation
program falls far short of providing adequate funding for basic educational
programs as they presently exist at the high school level. As with the elementary
case, the result is additional upward pressure on district property tax levels,
compounding the effects of existing (traditional) disparaties in district wealth.





Section VII. Data

The following tables contain the budget related data (1971-72) upon which the

analyses of the preceeding sections were based. The column headings are

interpreted as follows:

Heading

CO

LE

ANB

GF/ANB

STFUND/ANB

NTR/ANB

COFUND/ANB

CO. LEVY

DISTFUND/ANB

DIST LEVY

TOTAL LEVY

I & I /ANB

TV/ANB

Interpretation

County number. Numbers are serial
according to alphabetic arrangement
of county names.

Legal entity number. This is an
internal (OSPI) number for a school
district. The Educational Directory
provides a conversion.

Average number belonging.

General fund budget amount per ANB

Amount of state funds (I & I plus state
equalization aid) per ANB received by
the district.

Amount of non-tax revenue per ANB
received by the district.

Amount of county revenue (county equal-
ization aid plus deficiency levy) per
ANB received by the district.

County levy for general fund support.

Amount of district revenue (permissive +
voted) per ANB collected by the district
for general fund support.

District levy required for general fund
support.

Sum of county and district levies for

general fund support.

Amount of interest and income per ANB
received by the district.

District taxable valuation per ANB. The
measure of district wealth used throughout
the study.

DIST TV Taxable valuation of the district.





ELEMENTARY DISTRICT DATA
(1971-72)
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